
LONG-TERM PROSPECTS I N
INDIA AND PAKISTAN

SUMMARY

A. Depite vigorous official efforts by India and Pakistan to reduc e
the rate of growth, their population of 700 million is increasing at an
annual rate of between 2S and 3 percent The present population wil l
grow to about 900 million by 1980 and will double within 30 years .
This population growth will absorb much of the economic advance i n
both countries.

B . 	 The "greenrevolution"hasbrought aboutanimpressive rise i n
wheat production in West Pakistan and in northwestern India . But
the output of rice has increased only slowly, and the outlook fee a
breakthrough in rice production--especially important to East Pakistan

and India is uncertain .
C. Whether foodgrain production in India will infact be increase d
to a point approaching self-sufficiency in the course' of the next decade
is a matter of debate among economic analysts . The State Departmen t
assessment puts the chances of doing so higher than the CIA analysis .

The differences regarding agricultural prospects and the consequent
differences for overall economic growth in India are discussed i

n paragraphs 9-l2and 43.
D. Pakistan as a whole is likely to enjoy a somewhat higher rat e

of economic growth thanIndia.But this reflects the comparative pros-
perity of West Pakistan, which shows impressive rates of advance ,

offsetting the poverty and stagnation of East Pakistan .
E. The growth and level of operation of the modern industria l
sectors of India and Pakistan have been dependeOt on continuing fairl y
high levels of foreign aid. But future aid levels are uncertain, and
neither country will be able to resolve its shortage of foreig n exchange
solely by increased exports. In these circu mstances, India and Pakistan
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may seek negotiated debt relief and will press for concessional trad e
terms. Unilateral default s, however, appear unlikely over the next few

years. In any event, neither country is likely to have the foreigncurrency or external assistance it feels necessary for economicdevelopment at planned rates.
F.  Rising population pressure on the land will continue to force
large numbers of people to move to the already crowded, restless cities .

Volatile urban masses led by disaffected groups of the educated unemployed
will be a growing threat to the existing political order in both
countries.

G. Pakistan's domestic political prospects are clouded . A Constituent
Assembly to be chosen in December 1970 may lead to a new ,
elected government. But sucharegime's life expectancy is open t o
question.  Over time, East and West Pakistan seem more likely than
not to become separate nations. Partition would hurt both economies ,
but the west wing would soon recover, while the east would stagnate .

H.  India too is an era of political transition .  New parliamentaryelections must be held by early 1972 and may come sooner.  Theirresults cannot be forecast, but the chances are at least even that nosingle party, including Mrs. Gandhi's wing of the Congerss, will wina majority.  This might lead to the first national coalition governmentin Indian history.I. The odds are that India will hold together .  But the Indian militarymight find itself forced to play a more direct role in part or evenall of the country in a period of stress or emergency.

J. B oth India and Pakistan will probably be too immersed in thei r
domestic problems to play much of a role in international affairs . No

basic Indo-Pakistani rapprochement is in sight .  While neither now
wishes another round of hostilities, neither is willing to compromise

on basic issues to establish an atmosphere of mutual trust .
K.  Indian and Pakistani foreign policies are fairly static. What

shifts do occur are likely to come about either as a result of drastic
domestic changes, such as a breakup of a united Pakistan, or as th e
result of developments outside the a rea, such as a post-Mao gover

nmentin China modifying Chinese hostility towards India ,or a Sino-
Soviet detente which led the Soviets to reduce their support andmilitary assistance to India .
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L. India and Pakistan will take leading roles in demands on the

devleoped world, particularly the US, for a more equitable share of
the world's wealth.  However, they are likely to find the developedworld less interested than before in competing for political gains inIndia and Pakistan through extensive economic asssitance.
DISCUSSION

I. INTRODUCTION	 1. Pakistan and India have been pursuing highly publicized programs of
economic development for over 40 years. Despite numerous disappointments, they

have built up substantial infrastructures and some large industrial establishment s.
Though each has several large and often turbulent cities, they remain predom inantly

agricultural countries; per capita income in both is among the lowes t
in the world. The two countries contain approximately 700 million people/1/ —
about equal in number to the total inhabitants of the 60 or so states of the Middle

East, Africa, and South America put together. Given these huge numbers, it is no t
surprising that both India and Pakistan display sharp caste, class, linguistic, r

egional,and other disparities.
	2.  The two nations have had their ups and downs since independence.  Under
Nehru's leadership thethe 1950s and early 1960s, India enjoyed periodsofrelativ e
political tranquility,  some economic advance, and an enhanced internationa l
stature. Pakistan floundered politically and stagnated economically during much
of this period but it made dramatic economic progress and enjoyed co nsiderable

political stability after Ayub's takeover in 1958. Since the departure of
these two leaden (Nehru in 1964, Ayub 1969) the two countries have ex
perienced a considerable degree of Political and economic uncertainty ; both are
now in a transitional era as they seek new solutions to their problems .
	 3. In these circumstances, the governments in Islamabad and New Delhi will
face a host of challenges in the next decade. The principal ones are:
	 a. To in crease food production while instituting checks on population growth.

	

b. To provide employment for a large and growing labor force.
	 c. To To rectify serious foreign exchange shortages.

	

d . To stimulate industrial expansion and economic growth.	 e. To mitigate or at least contain strong regional and class antagonisms andrespond adequately to a wide range of public wants.

	 f. To maintain tolerable relations with each other, with their other neighbors,

and with the great powers.

--------
/1/ At present Pakistan claims a population of 130 million, India 550 million.  Manyknowledgeable observers believe the number in both countries is substantially higher.  It shoudl be notedthat Indian and Pakistani statistics on population and economic performance are none tooreliable and should be used only as rough guides.
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These objectives, however, are not all complementary, and in some cases theywill involve conflict and compromise. The following estimate explores these problems. II. THE ECONOMIC AND SOCIAL CHALLENGES A. Food and Population Problems

	4. Some 80 percent of the residents of India and Pakistan live in the country- side; the great bulk of these are subsistence farmers--owners of miniscule plots, tenants, sharecroppers, and landless laborers.  Agriculture, which provides nearly 50 percent of the gross national product (GNP) of the subcontinent, thusremains the most important single aspect of these nations' social and economicsystems; it will continue to do so for many decades.  At best, industrial expansion will be unable to absorb more than an additional fraction even of the presentunemployed, to say nothing of future increases in population. 	5. The food-population problem on the subcontinent has been, with the possible exception of Communist China, the most serious in the world.  In spite of considerable and increasing efforts to deal with various elements of this problem,it still raises serious concerns for the future.  While there have been some dramatic recent achievements in agricultural production, it is still true that thearea as a whole is not self-sufficient in food and has not been since independence. Since that time, the long-term trend in food production has done littlemore than keep pace with population growth, and dietary levels are still sub-standard.  The specter of famine, which appeared quite threatening in the mid- 1960s, has been averted for the time being by the breakthrough in wheat productionand by several drought-free years.  But with a rapidly growing population,

the food-population problem will remain a matter of serious concern. 	6. The population of the subcontinent is increasing by at least 2.5 percent (the officially claimed rate) and probably closer to 3 percent per year.  This growth rate will continue well into the 1970s and is unlikely to be reduced significantlyeven by 1980.  A continuation of the present population growth--even at the 2.5 percent rate--would lead to a doubling of the population by the turn of thecentury.

	7. The major forces contributing to the high growth rate are similar to those
observed in other developing countries of the world .  Health and sanitation programshave greatly reduced the death rate, particularly among children andchildbearing women .  This had led to a rapid increase in the proportion of thepopulation in childbearing ages .  But fertility patterns have not changed .  Traditionalcultural preferences for many births to offset anticipated deaths continueto prevail, and birth rates continue to exceed death rates by a considerablemargin.

	8. Both countries have greatly expanded their population control programs,but only a small percentage of the people appear to have been affected in terms

of fertility behavior .  Overall, growth rates have not dropped and indeed may
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have increased .  However, this is due to the changing demographic structure(e.g., changing age structure, lower infant mortality, etc.) and growth rates
would be still higher if it were not for these programs. We cannot rule out th e
effects of scientific breakthroughs in the birth control field, and experimenta l
work is indeed going on. Even if successful, however, this is not likely to have
much impact on growth rates in the next 10 years .
	 9. In recent years, both India and Pakistan have been intensifying efforts to
increase food output . The rapid expansion in the use of new high-yielding varietie s
(HYV) of grain, chemical fertilizers, irrigation, and related technical innovations
have increased land productivity considerably in West Pakistan and i n
northwest India. Most of the gains have been in wheat, however, and the rate o f
growth of that cop will likely slow down . Experience with the new rice varietie s
has been far less spectacular ; those currently being used are not fully adapte d
to the conditions existing in much of the rice growing areas of South Asia, an d
they are sensitive to water depth, thus requiring sophisticated water control de-
vices and techniques which are lacking in much of the monsoonal flooded areas.
However, newer varieties such as IR-20 and others only now being introduce d

appear to be promising for areas where water depth control is a problem. Never
theless,increases In rice production, even with important technological advances,are apt to be less dramatic than the recent one in wheat.

10.  It is hazardous to estimate the likely average annual growth of food output
in India and Pakistan over the next decade.   Uncertainties of weather, plant
disease, and whether there will be a breakthrough in rice comparable to that
in wheat all make it difficult to project single figures with confidence.  Nevertheless,
past experience and current programs can give us some rough guides.

Within certain limits, government policy with respect to agricultural support
policies can do much to determine how much food is produced, although the
responsiveness of private farmers is also critical.  The highest projections of
India's potential--even without a rice breakthrough--are that annual increases
of five percent or more could be achieved, but these are based on a series ofspecific assumptions including:

	a. Greater fertilizer consumption, particularly a continuing, substantial
increase in the average fertilizer application rate on HYV acreage.	

	b. Pest control measures.
	 c. Expended and improved education on new agronomic pr actices.
	 d. Access by farmers to the right kinds and amounts of inputs (fertilizers,
seeds, pesticides, water, and the like) and of credit to purchase them.	e. Normal weather.

11. Though there Is little dispute over the potential for Indian agriculture,
there an substantial differences of opinion amongst experts as to what i s in

actuality likely to be acconmplished over the next 10 years. Some see an annual
average rate of growth of 3 percent or close to it. Others believe a higher rate

is more likely--even in optimum circumstances 5 percent or more.  The implications
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of one judgment as opposed to the other are substantial . An average growth
rate of 5 percent over a decade would make India self-sufficien t in foodgrains,

allow it to build up enough stockpiles of grain to tide the country over during a
monsoon failure, and permit a rise in food consumption levels. In addition, with
agriculture comprising roughly half of GNP, this higher rate would give a majo r
boost to overall development programs. At a lower growth rate, particularly one
of 3 percept, India would have to continue to import substantial amounts o f

foodgrains regularly, and even a single crop failure would impose additiona l
requirements.  Concurrently the pace of economic development would lag.

12.  It is the CIA's view that the average annual rate of growth of Indian foodgrain
production in the the 1970s is likely to be between 3 and 4 percent, with
the lower figure, or one close to it, the more probably one.  The Department of
State on the other hand believes that India will see a growth rate of roughly
4 percent, and under certain optimum conditions, 5.  The differences between thetwo estimates rests in large part on differing judgments of the Indian Government'swillingness and ability to sustain programs and policies which wouldrealize India's agricultural potential.The Department of State Position	The State estimate of 4 to 5 percent agricultural growth rests on anassumed continuity of a range of government policies now supporting morerapid growth in that sector: incentive price supports, governmental procurement,allocation of foreign exchange for fertilizer imports, expansion of thebanking system to rural areas, and public sector expenditures on research,extension, irrigation, and so on.  Achievement of at least 4 percent growthseems assured through continuation of these policies as well as a steady

increase in small-scale irrigation and other responses by private investors. A rice breakthrough, and/or major long-term irrigation and drainage projects,could well raise growth closer to 5 percent.

	 There are several factors which will maintain pressure on the IndianGovernment to give agriculture a continuing high priority, including thepolitical importance of farm policies and of the price of foodgrains and thegovernment's public commitment to an early end of concessional foodgrainimports.  The commitment since 1965 to policies favorable to agriculturalgrowth promises to remain in effect nothwithstanding fluctuations in fiscal

policy . Furthermore, Indian Government direct agricultural expenditures ar e
augmented by state government budgets, privat e resources, and foreign

assistance for agriculture, all of which have been increasing.

	 Increased development plan allocations to agriculture during the 1960s

demonstrate the government's current commitment to agricultural growth.

the share of public sector outlays devoted to agriculture and irrigation has
grown from 20.5 percent actually spent in the Third Five Year Plan period
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(fiscal 1961-1965)/2/ to 24 percent planned in the most recently revised ve
rsionof the current Fourth Five Year Plan (fiscal 1969-1973) . After a 6 pe
rcentreduction in agricultural expenditures in fiscal 1969 resulting fro m

fiscal and inflationary pressures, the government increased the agricultura l
allocation for fiscal 1970 by 17 percent, even though a record harvest ha d
been achieved the year before. Moreover, when it increased Fourth Five
Year Plan outlays by 10 percent in March 1970, the allocations to agricu

lturewere raised by 20 percent, thus substantially raising th e share of that
sector. Although the government's tax on fertilizer may have retarded th e
rate of growth of fertilizer usage, it is judged that the actual rate of i ncrease
has nevertheless exceeded that necessary to achieve planned goals ;
moreover, the tax has also provided the only politically feasible means of
tapping increased agricultural income for development purposes . Increased
government programs have led cultivators, themselves, to accelerate thei r
expansion of tubewells (up from 49,000 In 1961 to 200,000 in 1968) and to

adopt more rapidly the new high-yielding seed varieties .

The CIA Position
	 Government programs in agriculture are likely to fluctuate, much as
they have in the past, and will probably continue to be subordinated to pr ograms

for industrialization .  For example, in the Indian fiscal year 1969 when
total government spending fell, industrial outlays increased, while agricultural
expenditures were reduced and the government imposed a tax on fertilizer
which contributed to a slowdown in the growth o f fertilizer consumption.
The shifts were consistent wit h past practices and reflected political and
economic pressures on the government in sectors other than agriculture.  The
increase in expenditures planned for fiscal 1970 is illustrative of India's
ambivalence toward agriculture and is not judged to be conclusive evidence
of a reversal of India's long-term policies .  In fact, the increased allocations

to agriculture under the latest revision of the Fourth Plan only provide it
with roughly the same share of funds that agriculture actually receivedduring fiscal 1966-1969.

	In addition, there are major technological barriers to successful government
exploitation of a rice breakthrough.  Such exploitation entails not
merely developing new seeds, but also effecting major expensive and long-term
changes in irrigation projects and water control practices in many ride
growing areas.  That the Indian Government can overcome these formidabl etechnological obstacles remains in doubt.  Success in such efforts would lead
to a growth rate of foodgrain output apporaching 4 percent, but a laggard
performance--which is more likely--would lead to one closer to 3 percent.
Moreover, a sustained growth rate of even 3 percent throughout the 1970s
would represent a marked improvement over the average of about two and
a quarter percent attained in the 1960s.
/2/Indian fiscal years beginning 1 April of year stated.
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13. Whatever the case may be, throughout the 1970s India's food import
requirements will vary, perhapbs considerably, from year to year . With a 5 percen t
rate of increase, the nation might even become a ne t exporter of foodgrains. On the other hand, with a rate of increase in food production in the range of

3 or percent, import requirements would probably remain at about the curren t
level of 4 million tons or so a year. At the higher rate of increase, consumption
woad probably rite by roughly an equivalent amount At the lower rate, deman d
would grow more slowly and present consumption levels would be maintained.
In years of monsoon failure, which must be expected from time to time, import
needs would rise sharply, as they would if there were a widespread epidemic of
some plant disease.  How high they would go would depend on the extent, seve

rity,and duration of the crisis, and on the size of domestic stockpiles of food .
For example, were India to suffer, as it did inthe 1960s, from two widesprea d
and consecutive monsoon failures, annual import needs could rise to 10 million
tons or more.

14. West Pakistan's foodgrain output has grown 60 percent since 1966 an d
the area--formerly a food deficit one—has become a net exporter of food ./3/ I t

should remain so for the next decade. The region has well developed Water r
esoruces, no present population pressure on the land, and grows mainly wheat.

East Pakistan is a different matter. There, some 70 million or so people are
packed into an area about the state of Florida . Its rice eating population has not

seen the green revolution and is unlikely to benefit on the sale of the wheat
revolution during this decade .  I t continues to rely on the monsoons and is periodically

afflicted both by drought and flooding . At best, East Pakistan can
hope to see foodgrain production increase at the rate of 3 percent or so (less in

bad years) and must continue to rely on large imports of foodgrain both from
he west wing and elsewhere.  Pakistan as a whole will probably see an averag e

rate of agricultural growth of 4 to 5 percent a year .

15. Though India's regional disparities are no so conspicuous, it too breaks
down into a number of relatively prosperous areas side by side with poverty
striken ones.  The Indian state of West Bengal shares many of the problems o f
neighboring Bengali-speaking East Pakistan and has, as well, a sizable, impoverished,and militant industrial labor force susceptible to extremist political
influences.  The heavily overpopulated state of Kerala in southwest India suffers
from the potentially explosive combination of great economic backwardness and
a relatively high level of literacy and general education.  The great "Hindi heartland"

or Gangetic plain presents a mixed picture: the states of Bihar and Madhya
Pradesh and the eastern portion of Uttar Pradesh are stagnating regions,

conspicuous for poverty, low yields of food, static living standards, and resistanceof the residents to change from traditional ways of life; in some regions of the
latter two states, however, cultivators are responding to incentives for use of

/3/It should be noted that neither West Pakistan nor the prospering wheat growing ares ofIndia can feel with any certainty that their problems are solved for good.  The disease resistanceof their "miracle seeds" is far from established and their output in any given year could besharply cut by an attack of, say, wheat rust.
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water, ferlBmr, and htgh :yielding grain varieties, and traditional approaches areatowly}changing.. These backward Or slowly Ong regions stand in markedcontrast to such areas as Punjab, Cufarat western Maharashtra, and Tamil Nadu ,wham irelative prospelw and advance are evident While both India and Paid -,
atan me pursuing various policies designed to moderate these regional disparities,
'hap are not likely to abate significantly during the Coming decade .

1
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IAk In the put It was always the (impoverished area of India and Paklstm tha
t 11

	

1

ardferel most critically from natural calamities. At times a monsoon failure,
foodgrafn implies areas have been reloctaat to help their less fortunate neighbor s,on It st 'ntaame i basis. In ladia„foodgratu surplus states, In t7me of scarcity, hel dbasic oar sbipmeotof food outside theft bodes to maintain low local urba nInisles, while individual fanners Managed to sell mica borders through th ebla ck . market. I 11
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1

	

1
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Iiii
the droughts of the will-19t19s, the Indian Covamnent attempte d

with mixed success to force the surplus states to deliver grain to it for dlsbibu-
lion to deficit areas at controlled prices. Procurement; for government stocks in} India has been facilitated by the Establishment in 1964 of, the Food Corporation

tiff India' which has helped Watnmlote some five million ions of foodgrains, a s
eternised to about one million toils held In the 19BW. But domestic procure-' mart Isla Waits ka than that needed for public disMbiitlon--the shortfalls
being Made up by tuupatl--and would not be enough to meet emergency gam
dstr%utial needs In times of drought. : In Pakistan,! the goverment' is now

, shipping foodgaius from ,the westwing to alleviate shortages in the east and
1& rennM under presume In : continua this policy .

	

~
me parts oil the aubcocinent are likely to suffer Islam food shortages

from time to time over the next decade. Under circumstances like those in the
Indian state of Bihar in 191161987, the US and other, food apoRars would agai n
be 0r issedd for 'tm y relief m'.Rltes. As was Idenmmtrated in the Biha r
trids, ; the Indian Government has developed considerable skill in & elk* wit h
food distribution under conditions of scarcity if imported food is available. More-
over the Pakistani Government, because, of its compelling political Interest i n
providing for the welfare Of backward areas (principally East Pakistan) would

b y elm devote considerable energi
limites

to this task Although famine tend4
limit St Id Wear. the twn governments are in certain respects better equippe dtwith them than In the past

	

I

.
ProvdMO Empl1 oyment Opportunities

19. 7memploymenP as thei tam is used In Western *animas is practicall y
!n .d# i Sh Aaleha

	

moneadnoutsi wep' te ttively smallodem sectors. There
is eatendve andenutillution of lobar and sharing of jobs. There is no unemploy-

'ment eumpenartlat . no dole, and very little in the way of charitable enterprises.
In Mani parts of the area the number of hours and days In which villagers and
fart Iactively I their labors L relatively soap and lall.ays has been, but
this sitatSn has been observed to charge very! *doily to some pots of south

it
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!Asia where effective economic i scentives were provided. Overstaffing, slow pace,
Sod general hKfficiency of employees In govcmmem and many industries ar erea_di~1y' ohservabla

PO~ On the ether hand, Mere
.

are same government agencies and some state
merits which are well nm and dynamic, and many industrial firms' in bot h

are up to world standards. Typically„ ministries In India and Pakista n
by a cadre of compelmt, hard-working officials at the top, but the qualit y

of the lower ranking staff is poorer. labor productivity will improve
yover time, although ; the new agricultural technology has opened u p
for relatively rapid increases lo agricultural productivity in areas abl e

the new seeds and pesetices.
t
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1

	

I

	

I
21 Eamon* distress will continue to have an impact on social and politica llife various ways. On the one hand, overcrowding and depressed condition

in mirth of the countryside are, causing many Villagers to move to the j alread y
large cities. This trend is going to continue even if the green revolution results
In a decrease in this movement Only a''few find positions in industrial enter-' ,
prise--which *main relatively ' mall hi proportion to the number of Job s;seekm;
most go into seevke trades. At lent initially, they may find their lot somewhat
Impend, but removed from then traditional village social or political restrains, !
and confronted for thisfirst time with urban affluence, growing numbers of them
`air becoming responsive to trans for radial change. i
4 These ram generally come from s smaller but quite dtwuptive ' :l p: the Ieducated unemployed or underemployed, drawn in large measure fine an to-

'creavingly alienatedmiddle dais Both India end Pakistan have given a high
4ninity to education, but with mixed results. The two sentries have produced a
jbaivdversky graduates, poorly educated err. trained In skills not relevant to

oppoAmdti :s and development needs and unable to find pmts inn-
jmemurate with what they fed their training endlsttatus entitle them to Forced to
accept menial or low paying lobs, bitterly resentful of the "have, the'almost . 1 1

t Ihave already provided the stimulus and leadership for outbursan most

	

arena bllgt

	

1 l j

	

1

	

1''

.

	

1

	

°

	

t

	

1 1~.They share no single ideology beyond a growing reser.: meni of the status
quo

	

an Inclination W strike out at those interests : which they ; fed have
(wronged that TIM, In Pakistan, the west wing saw its cilia wracked foe month s

late l 1968 and early 1969 by: mobs of'students and laborers, led or inspire d
by anvil gaited lawyers, clerks. and intellectual protesting the uneven disMbu- .
'lion of benefits under the oligarchic and conservative rule cf President Ayub .
East wingers were;lat the same tune. protesting against West Pakistani dondnance
and exploitation. In India, :West Bengal and Kends have seenamilitant cam-I

	

pasty (they Communist Party ;Manlst) emerge as one of the strongest
tide m,wcp al l a mall undergrwmd terrorist movement (the NunLtes) :

I dbialyld b ti mbildripligtik

	

suo

	

pagueyerrorsm,o voence an cpn sres.
an other hand, has seen the mergence of e xnap(abio, .+,+,^m,ot~,,st~o,~Fascist 1 : ..

Sera) demanding and occasionally forcibly trying to' effect the, ,

'
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=Bahian of indium from other states, to make their Obi available to loca l
inhobitards.

	

II .

	

,

	

,
gf. 1 Mae is no resolution of ,trot ;robin. in sight Indeed, it Is likely to get

moue as both the cities and the class of "almost havescontinue to grow rapidly.
Competition for urban employment will become more intense . Violence in the

!major Cities will pose serious challenges to the local and state governments I n
prier and will probably require more central intervention .

il

	

i

	

i
C. economic Growth, Indtatrialization, and Foreign, Exchange Shortages
25. ,Lelia and Pakistan have both bade IC011ontic development a matter of hig hplant*, bit they started from different positions and have taken differentr o u t e s... I n d i a had a fairly substantial manufacturing sector at the time o

f dap:Senn and has since expended it considerably. Industrial production now
ao:otmts far about 17 ptment of India's national income and has been growin g
at rate of 5 to 6 percent since 1950. India is now a large industrial power, tenthIt In the world In steel production (5 to 7 million tons ammaUy) . It plans to expand
that captain substantially over the next seven( years . It has large capital good s
hxlastrles, and it is active in the manufacture of chemical ; fertilhten, aluminum,
synthetic rabbet, aid comparable basic items . It has a highly sophisticated nuclear
energy program; so far directed only to peaceful uses . India also manufactures ■x
assembles a wide variety of finished goods including aircraft, nihvay equipment ,
motor Vehicles, and virtually the consumer items used by the Indian public .Want started with almost no industrial base but has developed a fairly larg e
commix' goods industri .l trenplex of its ma Though it has been active in the

I mnufaetute of such pro& ,ts as fertilizers and light englthering goods, it ha sn0;1as yeti acapdred a heavy industrial complex or begun the manufacture o f
ea tai 'goods. Despite Rs ,achievement, Paldstan has yet to reach the stage of
development that canctnized India 20 years ago, at lent* the ream of heavy
thdastry. thane's, inoducthm accounts for about 10 percent of Pakistani nationa l
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goats of mating a major heavy industrial plant ; much of it owned and operated
by the government, and of establishing ,'igoro s state control over the private

1, seeter. The ultimate aim was to attain a high ,degree of industrial output, fulland 'I, productive employment, a more, equitablei distribution of income, and th e
creation of a society both democratic and socialist Pakistan's approach was quit e

ui

	

. diff rent, espedally, after Ayubi 1958 takeover: The government generally pre -i .. .,,

		

fared to stay out of direct ownership' and operation of industries and gave wid e
freedom of activity to the nation's private entrepreneurs . A few of the latter (th e

II

	

so-called :twenty ~fam0iea') were quite successful, and acquired considerabl eI

	

wealth, influence, and notoriety, though they did help move indusrial'devclop -
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Both India and ~Pakistan have shown economic spurts and lags. India's first
two Five Year1Plom (19514955,' 19501900) Were moderately successful; GNP
grew by about 4 percent a year in that period ., But the economy ; began to slow .
down in the early 1900s, mid the estrerncly ambitious 1901-1985 Third Five Year '' .
Plan failed by 'wide margins to achieve its arm; at most GNPgmath avenged
3 percent during the 1960s. This was the result 'of a number of factors : :a perva-

1

	

live central boseaunatic control of th e
agrcu Aural output, ineeased,mW awn, political uncertainties, depressed

terry spending, and cord a fight foreign exchange

28. Patosmns fire

	

generally a period of political uncertainty, saw a
growth rate of Perhaps less than 3 percent a year, despite woe Industrial develop-
mini Since 1950, however, thanks to heavy investments in major dame, irrigation
projects. and other Inputs (nearly all ;, in the west wing), agricultural output has

1

	

risen dramatically,; At the same time, industry grew rapidly. Overall the economy
at a rateld'tome 5.5 patient ayear in the 1900s but most of tire benefits

to West Psidstan. ? . capita income, in the latter area has increase d
I '

	

by

	

50 petoeut since 1950, 'while it has Maned vrt ually unchanged in th ei i i

	

' I

	

I

	

III
j, I II , S. Ina, independence, ' neither India nor Pakistan has proved attractive to ' ..

foregn private Investors. Considerable interest in investment possibilities ha s
I I evident from Me to time, but prospective investor have been deterred,

party lby such! unsettling conditions as political unrest, tax uncertainties, recent
droughts and d rents Of fimme,land the 1985 India-Pakistan War, but even more

'.. by govenamen pal Ides and 'red-tape. ; The Indian Goverment, ailing from
Idcm

	

'lane hitedal polities] considerations, has adopted policies and pro-11

	

ceds .sels which have discouraged many : potential foreign Investors by putting
1 , ~ I

	

,army delays And lobshdes 'their way. The Pakistani Government has pre-
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to obtain their future foreign exchange sryalrmxob .
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1I 'Flom'fboi 1967 P Real 1969, Indie' bade deficit dropped ham 411 baba to abou t
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tu Reed 19611 to $1.9 bilon la : (bad 1969) and from a da:atic fall hi Pporb (from 108
bash to.US book.. P the we period) . The deeluie In imports was due pare to induce dfend !Yr at task and partly th government etfmb to limit ddeleptee t gar hag to avoid
bdWlua Lei to cane fen-1p exchange; Increased dnelopnm) pending in Real 1970 bexpected'. ekes Plastid bipeds to me, however .

	

I
] 1i

	

IX
I

	

I 'll

	

4 'iEt~iCi- I

	

I

	

.

	

-

	

]

	

]

	

13r

1

	

]

]

trented fewer such oletades, but lower echelon bureawtatic' difficulties and the
political ;Mentalistic' before and since Ayub have kept foreign private investment

bw; lev
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` I 3D. The international economic rel.Hens of India and Pakistan have bee n
chatactrrized by chronic trade deficits and a heavy dependence on official foreign
iidlto hdp' fhuhce:imports needed for economic development and to meet foo d
ragolreineeb .■ As it remit ': both India and Pakistan have insured very heav y
tarNgn!indebtedness. Except for foodgnln imports, which have sharply declined
inde the drought yens, virtually all civilian Imports s ihave been fertilizers and

Reins inducing' petroleum, machinery, non-ferrous metals, k d other materials
needed 'not only for investment in both nations ' agricultural and industrial sectors
bourn keep than Operating at present levek The ability tot increase Imports is
thus a matter of particular importance to both countries , in their efforts to operate
and; expand their large-scale modern industrial . :Mats.' Since both debts and
Import demands will Increase, India' and Pakistan must face the problem of how

I I
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PAKISTAN* FOREIGN AID DRAWINGS AND DEBT REPAYMENT •
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. for both ' countries., but particularly for India, with Its extensive Indus-
iii trial base, l limpost substitution supported by import restrictions hits reduce dim
— p ort ,over what they otherwise would have been. In India the
o import ,content of Industrial production and of investment . declined by about
half in the decade of the 1900s ; however, mutt of this import substitution ha s
been at high cost. In resat yeas, imports have also been held down by lagging
demand, due partly to cautious Indian Government ; economic policies. India

.̀ dearly plates high, priority on avoiding another foreign exchange crisis and I s
prepared to pay the price (In growth) of holding Imports down to foreign ex-
ohaugeavailebiBlia. But slow growth raises other risks--ln the short run for the
continued political ism si of the party in power, and in the long mm for basic
politicalshy~ bihty I

	

I,
I 3 I6dli and 1413sian hhavefive mans, employable separately or
m eantest. of coping with future foreign exchange problems : (a) to keep—or
even Wm -mLej-4W levels of foreign aid now being received, (b) to get substan-
hat'boosts in foreign private investment, (c) to imcvease exports, (d) to renege -
Hate repayments ofI earlier debts, (e) to default, at least de facto, on deb t

ttovoroteolilI
+

	

II .

	

I

33. At *tent, the outlook far the volumed of eoommie assistance is patticu-
larly uncertain. Levels of VS assistance, which formerly provided about 40 per -

l ien' of thfe:jttlunn'S funds to India and Pakistan, have ; gene don Aid from
the bthieY (mmetlwn mein bets has risen somewhat, but s this has been due almost

i ebtlselyl to debt rellef. Proposals for increased replenishtumt bf the Internationa l
Dueelo

	

Aisadetioh (IDA) could materially Inaaee 'assistance levels If
sums

	

t tinder biliteral rennin remain stable . But if the develope d
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[sou fl n-4ndudiog the US-should reduce bilateral aid as a consequence o f
increasing support :to IDA, levels of aid might diminish or stay about the same.

34. On the other hand, India and Pakistan may be able to use aid mor
e livelyas a result of torrent moves to untie aid . A

d be spent for

	

Dropping the requirement tha t
a. goods of the donor country would permit t both countries to spen d
the Aid received for imports from the chcapest eligible source . The same change
of a&anganmts may also make it possible for India to increase its sales of capi-
tal Mods to: other dd-rcceivingcounMes.

1
34 In any cite,' it will remain critically Important for India and Pakistan t o

bb`000sst~'atport Mintage substantially if they are to ameliorate their foreign ea -

t
charge problems. PrMpects for doing this are uncertain . Most export growth will

e' .. to mute from agriculture and manufacturing in the short nor, although
j. i}} tau : major mineral export possibilities yet to be more fully exploited .
Bar4ng a major rim breakthrough, East Pakistan and many Indian states are

to be too defdent An agricultural performance in relation to domesti c
to enable "'Ober country to become an important food exporter (beyon d
items how exported in some quantity, e .g, Basmati rice) . Earnings from
nations 'traditional' exports-tea, raw and processed jute, cotton, an d

textiles which up to now have accounted for the bulk of their export
_ likely to increase; only : slowly, because of increased competitio n

front other countries, slowly rising world demand, and substitution by synthetics .
Non-traditional exports have not done badly : however, and these now provide

IndiaI with roughly 30 percent of its export earnings .
36. Both cocintries have adopted measures to boost industrial exports and have

enjoyed some successes, but they face formidable obstacles In the future. Sedated
efforts have been made in recent yam by India to increase exports by providin g
exporters preferential treatment, lowering export duties, relaxing restrictions o n
industrial limning, impostcontoband monopolies controls, and by raisin g
subsidies somewhat These Incentives aim at :offsetting the specific cost dis.
advantages of each industry and are essentially an extension of the countsp+ s
import substitution sanely with producers, particularly in the new manufacturing
accts: encouraged to ;do their share of exporting. But the subsidized export of a
fraction of small-uc,le, high-oat inaduc ion, although it may be necessary t o
gait entry Into a :new marketl Is not a sound basis for substantial, continuin g

.1

	

al

	

l

• 3T. The Indian policy of giving manufacturers a monopoly on the taiga home
market has removed many Incentives for increased productivity, lower costs, and
quality contra The dttmtkuhas been made more difficult by the high costs ,
poor muM6esnenf, i and. Inefficient operation of the important large publi c
sector pm)eats, notably the capital goods and ;steel Industries. As a result, the
products of many domestic manufacturers are simply not competitive on the
*odd market Pakistan suffers from siimilar problem in Its Import substitution
hdttst ier x

	

though the government has dome more to encourage eoxports -
with some successtTian has India . Probably the best that can be achieved, at

Ii i
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_____

' elast for thence' fw years, h, continuation of recent annual increases in export
carnings—about 7 percent for PakWan and 4 to 5 peanut for India .' In sum, we
behest that neither country will b et able to resolve Its exchange difficulties solel y
by expciting.

1 .
3& Both India

.
~Zed Pakistan are concerned about the crrent decline in ne t

i ' aid aservice on past debt, particularly from countries whose assistance has been
on harder tams, grows New Delhi has been discouraged 'by the recent three-

.' year debt-relief granted by the Consortium to India, which for the most part
l i substituted for gross aid which India would otherwise have received . While
i there May be future debt-relief .armngements, they are unlikely to involve sig-

I nifiant amounts of additional assistance . While a negotiated or de facto mom-
! frame on at least some repayments anaot ibe ruled' out entirely over the lon g

term, both countries are concerned about the economic and political come-
quences of a' default of payments and have sufficient availabilit es from exchange .
resmes, export earnings, and aid in the pipeline to make such a default unlikel y

F

	

in :the nett few years.

	

i
39.' In sum, ;wh0e both India and Pakistan appear to recognize the limite d

primped' !for afield foreign aid in the coming years, Mae data will still b e
pressing Western ' camtries–partladuly the US--for,the best possible ai d

! gtmnti ies'and tams and for other facilities to ease their foreign exchange Squeeze .
InI particular, demands for cmwgsboel treatment for their products in Wes t
European' and North American markets wW be made with lnaeastng frequenc y
andI Persistence by, the Indians and Pakistanis .

	

i
40. These is no formula to determine what le wis of foreign aid, from what -

ever somee,'would assure sustained economic growth in any underdevelope d
t aomiry. Aid is but one of many factors wMch eetenine how well meta na-
tit" economies will operate. Minor changes, up or down, from present avail-
abilities would probably not' make much difference . Abrupt, major cuts to for-

I eign aid would cause painful dislocations In the tw o ): countries' modem sectors .
In ; any cane, : neither India nor Pakistan' Is likely to have available—from an y

• combination of source+-ethe ; foreign currency or other external assistance each
feels necessary for the ate of economic advance being planned .

D.' Ovl rall Eeonomk Prospects

	

i

	

i
1 41. The modest economic growth of India and Pakistan over the past tw o
decades reflects not onlyi the constraints Imposed by limited resources but als o
those implicit In each nation's dcvebprnant strategy. Progress during the 1970s

'I will be limited by a number . of factors, including (a) conflicts between certai n
economic growth and social and welfare goals pursued by' the respective gov-

) entreats, (b) the conthming predominance of the agricultural sector, In which
production will grow more slowly than the industrial sector, (c) limited invest -
' mat funds for industrial development, (d)limitedmarkets for traditional cc -

) i ports end hence a shortage of foreign exabange with which to finance neede d
1i
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—occinr ,

ets, (e) overall political tends and decisions Except where noted, th e~g judgments we predicated on the two countries being able to main -tome reawoable degree of order and cohesion . They also assume no drastic~a eta and expenditures- These assumptions cannot of course be taken fori
¢anted: indeed a breakup of the Pakistani union could occur sometime during. the nest decade, and, India will probably experience serious political strains ..,,Thu# these judgments will remain subject to revision in the light of new do-

I '
q tr
Ik

Wttbio cl rtain lin its; government policy

	

largely determine the extentCo eMmodc prow's. The Indian agricultural sector, accounting for one-half ofrequire major 'government investments in irrigation projects, 'research,for futu a pvwth,l and public policies favoring private farm= weeds to in -Matra 'output. 'The Indian Government Is Dotlikely to exacerbate urban ten•employment by abandoning its policies of promoting small-scale, labor-intensiveinduraie ; and of tolerating labor redundancies in its publicly-owned plants . Out-'Me agriculture, where little mom exists for, Choices between labor-intensiveor rapt l-intetidve technologies, there may often be conflicts between ':employ_meit and e!icaelmoy.1

	

i

	

.
43. The' Indian I Gove nment is not likely to attract much private foreign •' .investment or to relax its control over private industry sufficiently to accelerat ehxluiMal growth. It Will be up to the government to provide incensed funds fo reomnnlc development, and taus are already ' ,high. Domestic savings are notadequate for the job; public enterprise., which control a still small but growing

partlof the modern industrial sector, more often than not lose money, and far msavings fluctuate widely from. year to year. On balance, in view of the limitsimposed by domestic resmuoes and govaoment policy, our best estimate is tha t
the modem manufacturing sector will oontiuue to grow at its 'recent rate of fro m8 to 8 pesast. If the agricultural sector gmwa at from 3 to 4 percent, the overallrate ~of p.wthlef the Indian economy would be from 3S to 4.5 percent If the

sector grows at 4 to 5 percent, the overall rate would average ou t4S paces* and gS patent annually :during the 1970s. i• I
~

	

Pallas ten ' Pddam we also subject to Confiding needsaffect', the course and speed of . e000mlc progress. Continuing
creaaal in

		

in -
apendig for infrastructure in the east wing, for exampie,

which may be politically necessary would nonetheless divert resources that might
otherwise be wed for Mashfal expansion in the west, which could provide amorn immediate return . 3bDWdy, the government's announced Intention to in-spending on social service measures will necessarily slow the growth of
invcYfunct'save in those instancy such in nwl public works where they aid

with pakistan's domestic conmmer goods Industry, whose buildup ha sn major stimulant of industrial expansion, will not gnaw as rapidly as In theand the ate of Industrial owth is likely to decline somewhat
\ntbndust~,ei~aon m Paidslni-will . depend heavily on capital
iodates goods sophisticated input requirements and on export-

trknted lndustAat with their more demanding markets. Although' rapid apical-
1
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I

turd growth is likely to continue In West Pakistan, the east wing and—with-
oat huge waterconbd efforts--acedante its productivity. In these &cum-

' stances Minn's aggregate economic growth appear likely to avenge about S
peanut over the neat decade. Ms Is predicated on en annual Increase In ag1-
colbnd production of 4 to S percent and in Industrial growth of about 7 per -
cent. to the event the two wings should separate, West Pakistan would be likel y
to recover fairly quickly. By centrist, even massive amounts a development aid
would only begin to Increase East Pakistan's productive capacity In the perio d
of the estimate.

'

	

I

	

I '

	

I t
HL IDOMEIITIC POLITICAL ISSUES

3 90. 71e polifld mpliations of economic bads An the subcontinent are
difficult to *mess . Espedcnee has shown that there is no consistent correlatio n
between petition and ecenonde developments there . Economic factors work i n

,conpmction with many others; e.g, linguistic, historical, and religious ones ,
=Eaten are not the most Important of many intending factors in determinin g

' pot Dal events. But this is not to say that they are without effect. The conspicuous
economic dislmAty'between East and West Paltaten has contributed to the
political tendonbetween them. The widespread urban wrest in India was di-
rectly abetted by the food shortages and price borate of the mid- and lat e
1990s. Crowing violence and public meat in India's West Bengal (particularl y
In Calci tta) have led a number of industries and businesses to move to other parts
of the t tmby, leaving behind worsening economic conditions--and more po-
litical disruption But In general one cannot assume a direct relationship betwee n
economic progress or stagnation on the one hand, and political stability or turmoi l
on

	

other. I
41. Both India and Pakstan are in transitional political 'crag in neither case

can j we predsely estimate political development over any , attended period ,
though Vac general trends appear discernible. Pakistan, ruled by Ceneml (now
Prddent) Tshya Khan's martial law regime. Is scheduled to elect a Constituent
Assembly in December 1970. The Assembly's fob Is to write ■ constitution, a
task It must convicts within 120 days or be dissolved . If such a document I.
produced, it mot be approved by President Yahya . The writing of a constitutio n
acceptable to both wings will be a immidable task . A majority of the Assembly
'will be from East Pakistan ; most of these Bengalis will probably be members o f
the Awami League (AL) led by Sheikh Mukiba Bahrain . The AL has demanded
virtual autonomy within a weak central federation, and even reparations for
past:. plevances . . While the AL's demands as now formulated are probably
greater than most West Pakistanis will be willing to accept, the Bengalis may
make concessions In the heats of pining a share of power in a new govern-
mental system .

	

! !

	

: .

1 . ,! 4,9. Eves if a oomtitutlon is promulgated, the maintenance over the long run
i' aistable government acceptable to both the Bengalis and the West Pakistani s

;will S tern* difficult and perhaps Impossible. The economic and political
4 6f East and West Paldatsn am remain hard to reconcile over the nest

I'
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decade. The l West ;Paldshd troops in the east wing could not hold the lid o n
indefinitely against concerted resistance . Separation seems more likely than no t
in the nest decade, even though the time and manner of such a breakup annot b e
forecast. It might come because of Bengali resentment against what they fee l
to economic neglect or political repression, or it might come because of West
P

	

refusal to pay unacceptably high costs for the maintenance of the udon.
49. In the event of, a separation, both parties would suffer, at least initially ,from' the disruption of the free flow of goods„ service, and capital The eco-

nomically viable West,'' however, would soon reco ver. The Pakistani Aimy, made '! . .
1 up chiefly?of West Painted; could maintain law and security there and woul d
continue to b&anl impostaot farce whatever form of government Is ultimatel y
adopted. The nut wing would face a highly uncertain future . While much would

~:. depend on bow the break danri; m independent East Pakistan mould be one of
the priudpal pockets of poverty in the world, and--sooner or later—ace of th e
nee troubled politically

	

I '
50. In India the deity of Nebm in 1964, the sharp Congress Party losses i n

the Mate and national, elections of 1987, and the split—which appears likely t o
last t least through the net elections-of the Congress Party in 1969 have
grey y changed the political some. The breakup of the Congress appears t o

been bought on more by personal enmities than dear-cut ideologica l
Nevoratbloss Mn. Gandhi's supporters come much more from' the ki t

then from the light, and she has had some success in putting over the image of I ..
a papulfst refoime r battling entrenched privilege. Her position wen secure, at
least for the moment, u several smaller leftist parties and most independen t
meat es, refuse to join In any effort to bring her down

Nationalporltsdtentsry elections Must be held by early 197E and may
comb soo r. Their results are presently unpredictable, but there is at leas t
an even dorm that m pasty,] including Mrs. Gandhi's . wing of the Congress,
will win a majority of parliamentary seats The old united Congress always re -
fused to enter . into coalitions with rival parties, either in electoral alliances o

r r in coalition gova®meta. Both Commis groups have now abandoned this policy,
! P

	

andtho nature of the electoral, alliances they can work out will be a principa
l I

	

fatter In

	

the composition of the text parliament Mrs . Ghazal might
,

	

well win enough seats to form a minority government like that she now head s
If shell does not, the Mott government will be a coalition—the tint'' In India' s
history. The retard of Indian states with coalition regimes gives us few clues u
to that might expected of It . Some state coalitions have been stable and rels-' lively

	

~ ms'Rh~,',",~, nob

	

i .

	

1 1

S3 In any casei [mime regimes In New Delhi will face dlfBeidt challenges .
1, Regional antagonisms will be exacerbated by a numbs of state government s

ruled by parties antagonistic to those In charge at the center. Most state poll-

!

	

Hat leaden Will Mali to enhaoca their power and

	

succeed in weakening!

	

the meters The northentem aren of India Is likely to remain troubled Such rebel -
lions is those by the Nape and the Mama will flare up periodically hi the tribalil.

	

seas. In West R agal, patties bf they extreme and irresponsible left will remain
'h l
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power[ul and will encourage man disorders in Catania and in the countryside.
But West Bengal will be only one of many worries . The major cities of Indi a

!'will remain uneasy. Extrendst movements, both of the left and the right, are
' likely to grow. A small but potentially significant Maoist terrorist movement wil l

continue to foment tmrest. Communal antagonisms will also remain major mob-
:kips with erplodve potential- Parts of India will also' fax food shortages, lag -

'

	

growth rates, and inadequate employment opportu l es ,
f If overall conditions do worsen, the future of Indies political system and

of the union Itself are likely to be Increasingly questioned . The breakup of India
cannot be ruled out, but we believe it highly unlikely ova the next decade.
The country's great bulk Inertia, and the growing economic interdependence o f

, its 'several region will militate against such drastic .cange.,Despite continuin g
regionalism, a sense of common nationality has developed, with effective insti-
tutionsto nrtntain it, e.g., the military and civil services. Indeed, the Indian
Anny may; in the I970s, come to play an increasingly important role. Thus were
India threatened with a widespread breakdown of public order, the armed forces
would probably be able to contain it Similarly it would be able to suppress, a s
it has In the ease of the Naga and Mrs rebels, a secessionist attempt by any
dissident Indian group .

54 The future of India's present political system over any extended period of
time timers difficult to estimate. It appears to have struck fairly deep roots an d
Is but little threatened at present But it will face serious challenges. These will
come, not merely from the various Communist and leftist insrreetlmary groups,
but front forces of the right as well' These could become quite serious if wide -
spread dissatisfaction and polarization develops in Indian society . In such cir-
amostaoces, the central government world be forced to rely heavily on the civi l
and military services to maintain pelf against extremist opponents . The leaden
of the armed forcer are not themselves likely to challenge civilian rule, unles s
conditions become tosideably more serious than we think likely .

if !!
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!IV. ,SOUTH ASIA AND OUTSIDE' POWERS

j 1 A. TM Curranf ~Sana

	

', ~

	

'. :

55. The principal features of Indies and Pakistan's international relationships
appear, at the present time, to be well established and not subject to precipitou s
change. These include intense suspicion and hostility toivosds each other—roote d
in age-old Hindu-Muslim antagonisms and recent armed conflicts Neither no w
wishes ■ renewal of hostilities. Yet, except for some tedot progress toward shar -
Ingiof the Ganges Oaten. neither shows Itself willing to compromise its basic
position on major outstanding Issues enough to establishian atmosphere of mutual
trust. Prospects, for increased cooperation might improve . If, . Bengalis came to
enjoy a; treater voice La the government of Pakistan. II

	

'..
, 58. India remains fearful eland hostile toward Chink The . hues developing

! 'nuclear'. capability, Its occupation of territory claimed by India, and the pouf -
; bility that Chia might combine with Pakistan In an assault on India are , matte s
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of extremely scrims concern in New DeOd. The present Pakistani rule's, by ,
contrast, see Mina as avaluable source of arms and of political (and perhap svdiitary) support against a future Indian threa t

Both India and Pakistan have cultivated increasingly good relations wit h! ST
the USSR politically and in terns of trade and aid . The USSR shows a great''. test In the subcontinent, Its for ideological reasons, we believe, than becaus eof such Soviet ; state interests as the desire for harmonious relations with is near

I nctghb ers in the south, the concern to counter Chine, and the servidng of ■• Sraduall impending naval proem in the Indian Ocean Sic tb 1950 t hn, .ees, e
Sovieft have granted substantial economic assistance to India, and beginninghind 1999s in h large amounts of military supplies. In the last two or three yearsthey have cultivated l Pakistan i trying to reduce Chinese Influence there and
to enhance Sovlei leverage. Since at least 1995. Moscow has actively sought to
m

ime Iodo•Rak i tensions, chiefly to prevent crises which Peking coul dloit
I' 58. !Moscow bee had some success in is efforts. This is particularly true In theh case of India, whIcb now regards its ties with Russia as vital to is defense agains tna and tmnside* is relationship with the USSR as a special one. At theChin

a same time, New Delhi has always Insisted an retaining is Independence andfreedom of salmi Thus It hoe publicly denounced the increasing presence o f
'foreign' indudIng Soviet—navies in the Indian Ocean, and has also opposed

y granting base, rights to chyme . Pakistan has similarly shown Itself unwilling
to act as the Russians' wish:; while accepting Soviet military and economic
asshtance, it his not drawn back from Its good relations with China :

Al Both India and Pakistan display considerable e interest in the Afro-Asia n
~'adld--India as + prominent nation among the non-aligned and Pakistan as the
largest of dui Moalhu counties. Neither country has, however, 'substantial bi-

ll

	

•

	

1'~

	

'; nnedtte neighbor as Iran, Afghanistan. Nepal, and Ceylon . baplt India's
i1

	

remwed efforts to take a more active part in foreign affairs, it—like, Pakistan-
i 11

	

is tbo constrained by Milted financial resources and domestic preoccupations to
pliry more thin marginal role In moat dspetes and issues pertaining to th e
AfrPAsian weld. Iles limitations are unlikely to be overcome hi the mar
fkd~nm. Inn the event of a settlement in Southeast Asia which involved some inter-
national peace keeping system. India would expect to participate. Any larger
role for India in Southeast Ass would probably require the support of the US
ants the Soviet Udon. Patinae' has little or no interest In Southeast Asst rather,
it ~aanteem within the Afro-Assn world lie westward.

	

.
. India and Pakistan no longer have any special military or political relation-

ships with any of the major non-Communist powers . Pakistan's lies with SEATO
and CENT() ~}1 ta effect, deed and India Continues its non-aligned'. posture i'. .
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On the other hand the two South Asian powers of course see Western Europe ,
Japan, and the US as near essential sources of economic assistance for develop -
pleat via continued foreign aid, debt relief, expanded export markets, and larg e
supplies of foodgnains. Beyond this, India and Pakistan still see the US as one o f
the worlds superpowers and value it as a counter to the influence of the USSR
and China in the subcontinent. These considerations, of come, have not assure d
any grat''.degree of political harmony In US relations with India and Pakistan .

& IProspeeh for Chang e
61. The overall foreign relationships of India and Pakistan are at present in a

. static condition. Neither seeks any major changes In its relations with the grea t
powers or with its' immediate neighbors . And there are no readily discernible
outside forces or trends which promise to alter this situation, but over the lon g
nor there Is enough potential for change to both countries to make an enduring
static situation =likely.

62. This in 'Pakistan the emergence of an independent East Bengal would
alter relations throughout the area. The effects of an independent East Bengal
would d^pend in large part on how it became Independent, the nature of it s
kadessblp, and the postures of the peat powers toward it. The possibility of an
cshmdst regime emerging there cannot be ruled out ; . the Indian Governmen t
has shady shown apprehension that It would become a radical country under
Chinese Influence. If such a development appeared to be in the offing, Ne w
Delhi would move vigorously to counter it and might even use military force .

.. . On the other hand, a more moderate East Bengali regime would probably wel -
come closer ties with India, particularly in the economic field, than would be
IBmly under it united Paldslan dominated by west whigen.

BS. De elopments In India, too, '... could bring on major changes. Were the
present Congress government to be succeeded by one In which right wing ale-

; mots were influential, India would adopt a more Intranet :* attitude towards
Indian Muslims and towards Paldstan. Tensions with China would also incens e
and the Indians ,would view an major foreign powers, Including the US an d
Ibd USSR ; with greater wariness and suspicion than now . Over time, such a
goverment would work to end Its dependence on the Soviets for mNtary sup -

i
i
plies by building up the countryl already substantial armaments industry ; It
would dal seek to reduce or even to end its reliance on Western financial assist -

'' ance--though in all these cases such actions would bet tempered by its rand-.I

	

don of India's need for continued external assistance ,

alt . A right wing Indian government would also be more inclined to menu -
; facture nuclear ''wapons than wc".d the present one. So far, the Indian Govern-
'i mein has rejected this option, though its nuclear program does keep the optio n
t l op = India not. has enough plutonium to manufacture a few low-yield nuclea r

weapons, And It could probably test a device within a year of a decision to do so.
~' With the 1ampletlon of a large wisafcguarded reactor in the mid-1970x, the
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added ontpnt of plutonium would make it possible to produce a good many more .
Butt If India was seeking a deterrent against China, it would have to produc e
nuclear warheads and missiles to deliver them. Given the comtys still fairly
limited teclmial capabilities, it would take India at least 10 years from the time
of decision to begin producing an effective advanced weapons system . There
is cooddenbla'smppat in India for following such a course . One major inhibition
against doing so would be the cost, which would impose a very heavy burden o n
the 'economy. Thus, if any Indian government should decide to pursue this course
It Would have' to be at the considerable sacrifice of welfare and development

6$. Eela&s of both South Asian states with China could be altered rather
quickly. On the one hand. the current cold war standoff between India and
China could heat up say If the buffer states of Nepal or Bhutan experienced
revdutionary or chaotic conditions and India, China, or both felt compelled to
intervene militarily. On the other, a post-Mao government in Peking might go fa r
In dropping its militant hostility to India. But if such a government also entered
MttZ friendlier 'relations with the Soviets, India would fear a reduction In Sovie t
support and Soviet military assistance to the Indian Armed Forces . Even if a
Sinn—Soviet dHente appeared in prospect, India would of course seek to resin
is ties with Moscow while at the same time trying to take out insurance in the
fact of further aid and support from the US and other Western states . India
also) will remain ssrsitive to any indications of an improvement in US-Chines e
relations, fearing that ft would lead to a lessening of US support for India.

OS. Political and military ties with the West—particularly Paldstads but als o
India's—have been loosened and there is little prospect of a resumption of th e
relationships which existed in the 1080s . Western economic aid has been dropping.
But South Asian economic needs and expectations are not likely to decline : both
countries will thus continue to take leading roles in organizing pressures on th e
developed world, particularly the US, for a more equitable share of the world's
wealth. At the same time, they are likely to find the developed world less inter-
ested than before in boutpetlog for political gains in India and Pakistan through
extensive economic assistance.
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